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Testimony of Jorge Canaca 

Director of Federal Relations and Regulatory Affairs  

Grand Canyon State Electric Cooperative Association, Inc. 

 

Mr. Chairmen and Members of the Subcommittee, thank you for holding this hearing and 

for providing the public testimony opportunity on the Fiscal Year 2018 Budget. My name 

is Jorge Canaca; I am the Director of Federal Relations and Regulatory Affairs for the 

Grand Canyon State Electric Cooperative Association, a regional service organization 

representing the interests of electric cooperative utilities and their consumers and together 

with the Arizona Municipal Power Users Association (AMPUA) a non-profit electric 

membership comprised of Arizona cities and towns, special districts, distribution, 

generation and transmission cooperatives submit the following testimony which will 

focus on the Western Area Power Administration’s (Western) budget practices, the need 

for budget transparency and necessary customer involvement.   

Budget Request 

The Grand Canyon State Electric Cooperative Association and AMPUA respectfully, 

request the Subcommittee provide adequate funding for Western to meet its primary 

statutory obligations to market, sell, and transmit preference power. However, due to 

potential agency-wide customer impacts and the inappropriate nature of double-

budgeting practices, we recommend that Western’s Net Zero request (discretionary 

offsetting collections) be reduced in the FY2018 budget by $35 million and by equivalent 

amounts in future fiscal years until Western corrects the situation internally through 

appropriate budget formulation.  Any additional reductions to Western’s Net Zero budget 

authority that would reflect Western’s true annual expenditures is welcomed.  We further 

ask the Subcommittee to cap the use of Net Zero authority to ensure that it is not 
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duplicative of funding that the Desert Southwest Regional Office (DSW) receives 

through pre-payment authority. 

The Electrification of Rural America 

The Grand Canyon State Electric Cooperative Association (GCSECA) is a membership 

organization consisting of six electric distribution and Arizona Generation and 

Transmission Cooperatives (AZ&GT) who collectively serve approximately 500,000 

rural residents across 12 counties. GCSECA’s member cooperatives are not-for-profit 

utilities that are owned by the people they serve, most of whom live in rural areas. On 

average, one third of these consumer-members live at or below the federal poverty level.   

Electric cooperatives are driven by their mission to power rural communities and 

empower their members to improve their quality of life. Affordable electricity is the 

lifeblood of the American economy, and for 75-years, electric cooperatives have been 

proud to keep the lights on. Because of their critical role in providing safe, affordable, 

reliable, and universally accessible electric service, electric cooperatives are vital to the 

economic health of rural communities. America's 838 not-for-profit, consumer-owned 

electric distribution cooperatives provide service to 42 million people in 47 states. Their 

service territories, collectively cover 75% of the U.S. landmass.   

Western’s Budgeting Practices 

Under the Reclamation Project Act and Flood Control Act, Western is required to market 

preference power at the lowest possible rates to customers consistent with sound business 

practices.  Electric cooperatives were some of the first purchasers of federal hydropower 

and in turn delivering that power to homes, farms, ranches and businesses in the Desert 

Southwest Region (DSW). Currently, Western relies upon congressional appropriations 

and funds generated directly by customer-owned utilities such as the Electric 
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Cooperatives and AMPUA that are firm power contractors to maintain its capital program 

mission.  

From a budget scoring perspective, Western is considered budget neutral and not a draw 

on the Treasury.  This is only because federal power customers repay the costs of 

Western’s capital investments in their particular region through rates, and are thus 

ultimately responsible for repayment of the federal investment.  Customer funding has 

become a reliable funding source for Western. To that end, we support continued funding 

for Western to meet its statutory and authorized mission as appropriate.  We believe 

Western is a valuable partner and also support its personnel.   

Recently, however, we have witnessed Western's financial practices come under scrutiny 

as a result of the 2015 GAO report, titled Sequestration and Shutdown, Selected Agencies 

Generally Managed Unobligated Balances in Reviewed Accounts, but Balances Exceeded 

Target Levels in Two Accounts (GAO-16-26).  This report identified concerns with the 

management and size of the unobligated balances held by Western and GAO 

recommended that Western implement a strategy to actions to reduce these funds. While 

we applaud Western for addressing a self-created financial mismanagement issue by 

returning hundreds of millions of dollars to Treasury, the Electric Cooperatives and 

AMPUA customers believe that the continued accrual of unobligated balances was a 

direct result of the Net Zero budget authority granted to Western in 2010.  Therefore, we 

ask the Subcommittee to rescind $70 million in unobligated balances that Western has 

accrued through the use of prepayment authority and Net Zero appropriations.   

Increasing Rates and the Case for Budget Transparency  

As mentioned earlier, according to its own estimates, Western returned $328 million to 

the Treasury Reclamation Fund in FY16 and a total of $894 million in the previous five-
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years. Yet in that same period of time, the electric rates for cooperatives customers 

increased by an average of the 6.5% each year. In total, the Electric Cooperatives have 

experienced a 32% increase in rates over the past 5 years.  These increases in both 

customer rates and in Western’s unobligated balances occurred during a period when the 

Government was operating under Continuing Resolutions.   

Moving forward and in order to have a better improved dialogue with Western and a 

clear understanding of their budget practices, we ask that the Subcommittee support 

transparency legislation.  In the Senate, Arizona Senators McCain and Flake introduced 

the Western Area Power Administration Transparency Act which seeks to increase 

transparency for customers.  In essence, the bill would require Western to create a public 

website containing detailed information about customer rates and agency expenses.   

In Conclusion 

As Western has pursued expanded budget authorities systematic Western funding 

problems have amassed. With respect to some of Western’s major projects, customers do 

not have timely, meaningful participation in Western’s ten-year planning and federal 

budget development processes. Most importantly, much of Western’s financial process 

and decision making schedules are not transparent.  Communication with customers is 

limited at best. By working together, Congress, Western and the federal power customers 

can address the multiple goals of the federal hydropower resource in the Desert 

Southwest Region and maximize the benefit of the system for all. 

 

Let me conclude my testimony by thanking the members of the Subcommittee for their 

support, and special thanks to Congressman Paul Gosar for his continued leadership in 

the House on this important issue to Arizona’s electric ratepayers.   


